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AGRICULTURE, DEPARTMENT OF
Notice of a proposed rulemaking by the Rural Electrification Administration has been is- 
 (see the 7/10/79 Fed. Reg., pp. 40319-21). The proposal would revise the REA 
bulletin on auditing borrowers accounting records and accounting interpretations for 
rural electric borrowers to provide specific accounting requirements for the joint 
ownership and operation of electric utility plants. Comments on the proposal are due 
by 8/9/79. For further information contact Sheldon Chazin at 202/447-7221.
COUNCIL ON WAGE AND PRICE STABILITY
Loosening the Administration's 7% wage and price guidelines is a possibility as inflation
of at least 10.6% is forecast for 1979. Numerous government sources, for the first time, 
are openly considering an upward modification of the guidelines, perhaps as the only way 
to salvage the program altogether. The only question remaining appears to be the 
method. It is uncertain if the proposed modification of the guidelines will result in a 
new ceiling or merely take the form of additional exceptions to existing rules which 
would have the practical effect of allowing higher wages and prices. Pressure for such 
modification is certain to increase as inflation for 1980 is predicted at over 8%, 
without calculating the effect from  potential OPEC price increases which could equal or 
exceed those demanded in 1979. Some administration sources are apparently hopeful that 
increased Saudi oil production and recession-induced reduction in U.S. demand will result 
in more stable oil prices.
ENERGY, DEPARTMENT OF
A final rule on financial assistance programs for state utility regulatory commissions and
eligible nonregulated electric utilities was published in the 7/9/79 Fed. Reg., pp. 40262- 
73. The financial assistance programs may be provided by consultants such as attorneys, 
accountants, economists and others. These rules are effective as of 7/9/79. For 
further information contact Nancy Tate at 202/254-8266.
GENERAL ACCOUNTING OFFICE
"Failures of Government Departments and Agencies to Follow Up and Resolve Audit Findings”
is the title of a recent report prepared by the House Government Operations Subcommittee
on Legislation and National Security. The report, which is based on hearings held 
earlier this year by the Subcommittee and material provided by the GAO, claims that 
losses of funds due to unresolved audit findings could amount to as much as $3 billion. 
Such follow up failures are blamed on the lack of management systems to control and 
track audit findings, the low priority assigned to audit resolution by agency management, 
and agency procedures which allow officials responsible for audited programs to deter­
mine final action on audit findings. Included in the report are' recommendations for 
improvements in OMB Circular A-73, which provides guidance for audit follow up, such as 
the designation of a high level official or group to settle audit findings that remain 
unresolved after six months.
In a related matter, the Government Operations Subcommittee on Intergovernmental 
Relations has announced that it will hold hearings on the manner in which educational 
institutions account for grant and contract funds. These hearings are scheduled for 
7/17-19/79.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The prognosis for the President's hospital cost control proposal deteriorated rapidly last 
week as the Senate Finance Committee voted to dispense with further consideration of
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the bill (S.570). Although this move could be considered to be the end of the proposal, 
there is still a chance for proponents to take the fight directly to the Senate floor. 
The Finance Committee will be sending an alternative proposal to tighten control only 
on Medicare and Medicaid payments to hospitals to the floor, and the Labor and Human 
Resources Committee has approved its own version of S.570. Either of these proposals 
could be the vehicle for adopting the Administration plan as an amendment on the floor.
At the same time the Senate Finance Committee was voting S.570 down, the House 
Ways and Means Committee narrowly defeated a move to delay further consideration of the 
House version of the bill (HR 2626) for one week to allow time for a compromise bill to 
be developed. In addition, the committee approved several amendments to HR 2626, among 
which were: potential expansion of the exception process; an increase in the voluntary 
cost containment goal from the original 9.7% to 11.6%; and a three-year sunset provi­
sion for the program.
OFFICE OF MANAGEMENT AND BUDGET
Proposed revisions to Circulars A-73 and A-102 have been published. The revision to
Circular A-73 would modify the criteria for agency systems for resolving audit findings 
and recommendations (see the 7/10/79 Fed. Reg., pp. 40461-62). Among the proposed 
revisions being considered are the establishment of semiannual reports to agency heads 
on the status of audit reports, procedures for resolution of disagreements between 
audit and program offices, designation of officials responsible for audit follow up, 
and a requirements for written determinations on all audit findings within six months 
after the issuance of an audit report. Comments on this proposal are due by 8/10/79.
The proposed revision to Circular A-102 is designed to insure that grantee audits are 
made on an organization-wide basis rather than on a grant basis and that such audits 
meet standards acceptable to all Federal agencies (see the 7/11/79 Fed. Reg., pp. 40624- 
25). This proposal would affect Attachment P and makes reference to the GAO yellow 
book and GAAS. Comments on the revisions to Circular A-102 are due by 9/11/79. For 
further information on either of these proposals contact John Lordan at 202/395-6823.
SECURITIES AND EXCHANGE COMMISSION
Two staff accounting bulletins have been issued by the Commission (see Rel. No. SAB 32 and 
33, published in the 7/12/79 Fed. Reg., pp. 40640-41). In SAB 32, the staff presents 
the view that if accounting changes which are required to be retroactively applied are 
not applied by restating prior years due to immateriality, the cumulative effect of 
such change should be included in the determination of income for the period in which 
the change is made. SAB 33, which amends SAB 25, provides guidance to issuers in 
disclosing relationships with independent public accountants in proxy statements, to 
indicate that fees incurred by issuers for audit services to employee benefit plans 
should be considered as services provided in connection with the audit function. For 
further information on SAB 32 and 33 contact Howard Hodges, Jr., Division of Corporation 
Finance at 202/755-1744.
 Anyone wishing to receive one free copy of SAB 32 and 33 may do so by contacting
the AICPA Washington Office at 202/872-8190, ext. 47. and requesting Document 20-1. 
In a related matter, the Commission staff has also issued an amendment correcting 
the topic designated in SAB No. 31 (see SAB 31-A, 7/11/79). The amendment places the 
subject caption "Notes and Other Receivables from  Affiliates" under Topic 4-J rather 
than Topic 4-1 which had been previously used.
The Advisory Committee on Oil and Gas Accounting will meet on 7/31/79 at the Commission 
headquarters in Room 776 at 9:30 a.m. The chief topic of discussion will be the form
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and content, of the proposed supplemental earnings summary based on reserve recognition 
accounting. The meeting is open to the public. For further information contact 
James Hall at 202/755-0222.
SMALL BUSINESS ADMINISTRATION
New size standards for defining a small business are currently being drafted by the SBA. 
According to testimony presented by Roger L. Rosenberger, Associate Administrator for 
Policy, Planning and Budgeting, at a recent hearing before the House Small Business 
Oversight Subcommittee, preliminary recommendations for changes in the regulations are 
due by the end of September, but final changes will not go into effect until January 
1981.
"Setting Up a Pay System" is the title of a brochure recently published by the Administra­
tion. The brochure provides time-tested concepts for determining competitive pay 
levels and for maintaining fair pay relationships among the jobs comprised by a small 
company. The publication provides information on plan administration, employee 
performance appraisal, and plan evaluation and updating. It also includes a list of 
additional SBA publications. Copies of the brochure are available from SBA, P.O. Box 
15434, Fort Worth, TX 76119.
TREASURY, DEPARTMENT OF
The IRS needs a more effective program for tracking down taxpayers who do not file indi­
vidual Federal income tax returns. A recent GAO report entitled "Who's Not Filing 
Income Tax Returns? IRS Needs Better Ways to Find Them and Collect Their Taxes" esti­
mates that over five million taxpayers fail to file income tax returns at a revenue 
loss exceeding $2 billion. GAO recommends that IRS rely more heavily on tax and other 
data available from state governments. GAO also suggests that Congress consider 
amending the tax code to impose a late filing charge on nonfilers who are due refunds. 
Responding to the report, IRS Commissioner Kurtz noted that while the nonfiler problem 
should not be minimized, potential solutions must be weighed against declining audit 
coverage and the increasing inventory of accounts receivable. One free copy of the 
report (GGD-79-69) is available from the GAO.
Proposed rules on the earned income credit have been issued by the IRS (see the 7/6/79
Fed. Reg., pp. 39477-80). The proposed rules would provide guidance on such issues as 
the allowance of credit, limitation on the amount of credit, individual eligibility, 
and the amount of earned income. Comments or a request for a hearing on the proposal 
are due by 9/4/79. For more information contact Barbara Coughlin at 202/566-6618.
The Senate Finance Committee, considering the Administration's recommendation on a windfall
profits tax, is attempting to fashion the tax to provide sufficient revenues for both 
the government and the oil companies. Energy Secretary Schlesinger, testifying before 
the Committee, asked for a tax which would provide funds for the production of 
synthetic fuels, yet allow adequate retained revenues for oil companies to encourage 
production and exploration. Schlesinger also indicated that oil-dependent utilities 
might require Federal assistance to enable them to switch to alternative energy sources.
In a related matter, a Senate Judiciary subcommittee, in a 6-4 vote, approved a 
bill which would restrict the nation's 16 largest oil companies from acquiring any 
firm with assets in excess of $100 million. Sen. Ted Kennedy (D-Mass), chairman of 
the full committee and a co-sponsor of the bill, estimated that oil companies could 
accumulate at least $8 billion in additional 1981 earnings which would result from 
Administration plans to decontrol the price of domestic oil. The bill is designed to 
force oil companies to invest in related energy exploration and development.
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SPECIAL: AICPA NATIONAL CONFERENCE ON SAVINGS AND LOAN ASSOCIATIONS ANNOUNCED
The AICPA Committee on Savings and Loan Associations is holding their National Conference
on 9/18-19/79 at the Hyatt Regency in Los Angeles. Rep. John H. Rousselot (R-Cal) will 
be the keynote speaker. Donald J. Kirk, Chairman, FASB, and Steven J. Golub, Deputy 
Chief Accountant, SEC, will also address the conference. Among the topics to be 
discussed are: accounting for reverse purchase agreements; future developments and 
expectations in the accounting and auditing environment for savings and loan associations; 
proposed standards for reporting the impact of inflation in financial statements of 
savings and loan associations; the impact of competition from other financial insti­
tutions on the earnings of savings and loan associations; the accountant’s role in 
mergers and acquisitions of savings and loan associations; workshop on the revised 
audit and accounting guide for savings and loan associations; the accounting and 
regulatory aspects of forward commitments —  including a discussion of guidelines for 
distinguishing investment versus trading portfolios; the new emphasis on internal 
accounting controls and audit committees; and emerging development in accounting and 
auditing. The cost of the conference is $195 per person. For further information 
contact the AICPA Meetings Department at 212/575-6200.
SPECIAL: CONGRESS PAYS INCREASED ATTENTION TO SUNSET LEGISLATION
Proposed legislation which would review all expenditure programs funded by the Federal
government has been receiving increasing attention recently on Capitol Hill. The 96th 
Congress, which has already been labelled an "oversight Congress", seems intent on 
reviewing existing programs rather than creating new government-sponsored projects. 
Proposed congressional "sunset" review has been the subject of extensive hearings in 
both the House and Senate. "Sunset" has predictably been endorsed by many public 
interest groups and others and opposed by many Federal agency heads. The issue of 
including tax or indirect expenditures has also been a topic for debate. During recent 
hearings on S.2 and sunset in general, GAO Comptroller General Elmer Staats proposed 
that any congressional review include tax expenditure programs. In addition, Staats 
suggested that any sunset legislation should include program objectives that could 
serve as benchmarks for further review. The ultimate fate of sunset legislation is 
still uncertain, but increasing congressional concern for oversight makes sunset 
supporters optimistic.
For additional information contact:
Susan Retter, Teresa Travers, or Steven Woolf 
202/872-8190
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